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the Washington State Legislature commissioned a 
comprehensive business competitiveness analysis of the state’s economy 
by the Legislative Committee on Economic Development and International 
Relations (LCEDIR), to be administered by the O!ce of the Lieutenant  
Governor. This report is the result of that e"ort produced through a  
collaborative process involving numerous contributors. 

In 2021,

ECONorthwest is a consulting #rm based 
in the Paci#c Northwest that specializes 
in economics, #nance, and planning. We 
understand that businesses and governments 
face di!cult decisions about how to make 
the best use of limited resources. We help 
our clients make thoughtful, data-driven 
decisions using tools and methods that meet 
the highest standards of best practice. Our 
focus is to bring a diverse set of perspectives 
that allow us to fully understand — and 
e"ectively communicate — the bene#ts, 
costs, and tradeo"s associated with any 
decision. Our consultants have advanced 
degrees in a variety of #elds, including 
economics, planning, and public policy; 
and work on projects ranging from strategy  
to implementation. 

Ryan Donahue, principal of  RM Donahue 
Consulting, is a researcher and strategist 
focused on inclusive economic development 
in cities, regions, and states. RM Donahue 
Consulting has worked with state and regional 
organizations across the country. Ryan 
Donahue has partnered with the Brookings 
Institution, where he is a Nonresident Fellow, 
on strategy projects in a variety of regions, 
from high-growth markets (San Diego, 
Denver, Nashville) to older industrial cities 
(Birmingham, Syracuse, Grand Rapids).

Community Attributes, Inc.  supports 
all phases of economic and community 
development — from visioning to 
implementation. We aim to support decision-
making by linking community development 
objectives with economic opportunities in 
the context of regional economic trends. 
The hallmarks of our practice are $exibility, 
responsiveness, and innovation, all of which 
we wholeheartedly employ to meet our 
clients’ needs.

Triangle Associates has been a trusted 
third-party in public and community 
facilitation and input work for over 40 years, 
and our methods of helping groups develop 
equitable processes to make good decisions 
have withstood the test of time. Triangle’s 
facilitation practice is grounded in helping 
diverse, multi-party advisory and input 
groups work together to co-develop lasting 
input processes, recommendations, policies, 
and decisions. 

RCW 43.15.070: “The Legislative Committee on 
Economic Development and International Relations is 
authorized to…assist the legislature in developing a 
comprehensive and consistent economic 
development policy.”
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State of the State --Washington has transitioned its economy into a knowledge and tech leader

§ Strong growth limited by an aging workforce and 
skills gap, decades in the making

§ Household incomes have gained compared to the 
U.S. average across the income distribution, but 
inequality has widened

§ Housing production hasn’t kept pace with 
population or job growth, triggering persistent 
affordability and homelessness crises

§ Businesses are struggling to compete for labor and 
access to resources in a changing economy 
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Industry cluster

State of the State   
Growing the manufacturing and construction sectors provides an opportunity for quality jobs.

Which industry supersectors had the largest employment growth 
over the last 30 years?
The education and healthcare sectors (eds and meds) experienced demographically-
driven, robust growth. An aging population drives demand in the healthcare sector 
and, until recently, the children of baby boomers (the baby boom echo) supported 
higher education enrollments. Both sectors are labor intensive, and many of the related 
occupations do not lend themselves to automation.

The next two fastest growing sectors—professional business services and !nance 
and information—draw disproportionately on workers with bachelor’s and advanced 
degrees. Unlike the goods-producing sector, which needs access to particular resources 

STATE OF THE STATE 12

INDUSTRY CLUSTER
Education & Health     Professional & Business Services
Finance & Information     Leisure & Hospitality
Trade, Transportation, & Utilites    Government
Goods-producing

and specialized infrastructure, workers in these sectors are freer to choose high amenity 
locations where they would prefer to live. And over the past three decades, Washington 
has fared well in the competition for this work.

Washington’s leisure and hospitality sector grew with the rest of the economy until 
March 2020 and then contracted sharply. The sector’s outlook is tied to public health 
conditions, which remain uncertain entering 2022. App-based restaurant ordering, hotel 
self check-in kiosks, and other forms of automation will slow the sector’s job recovery and 
drive demand for training by former industry employees.

Manufacturing sector employment declined in the last 30 years, 
but less than the overall U.S. decline
Within the goods-producing sector, the decline in manufacturing sector employment 
almost completely o"set the near doubling of the number of workers in the construction 
sector since 1990.  Through the middle of the 2000s, the 20% manufacturing employment 
decline in Washington matched the national rate—since then, employment recovered 
5% (pre-pandemic) compared to a further 8% decline nationally. In the last legislative 
session, HB1170 was passed with the goal of reversing this trend and aiming to double 
the number of manufacturing jobs in the state.

MANUFACTURING SECTOR EMPLOYMENT 
WASHINGTON STATE VS. U.S. CHANGE SINCE 1900 (INDEX 1990=100)

WASHINGTON STATE SUPERSECTOR CHANGE IN EMPLOYMENT SINCE 1990

Source: Employment Security Department Washington State Source: Federal Reserve Economic Data



Engaged a diverse set of groups and stakeholders for insights
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Outreach & Engagement
Identify gaps in outreach and develop strategy.

Outreach Approach
Gathering insights on economic goals, barriers, and issues for small businesses, employers, 
employees, and communities in Washington State required a robust outreach approach. 
This approach, facilitated through a neutral third-party facilitation and public outreach 
!rm, utilized a variety of outreach strategies to gather as many perspectives as possible 
in a short time frame. Focus groups were o"ered during standing (i.e., “go-to-you”) 
meetings or at times requested by participants to streamline scheduling. The consultant 
team reached out to new and existing contacts and organizations and provided  
pre-drafted emails for organizations to share with their networks to ease coordination 
and scheduling. Preliminary outreach included:

�Q Contact with 16 organizations.

�Q 25 stakeholder interviews.

�Q 10 focus groups.

�Q 2 surveys (distributed through organizations that were unable to hold focus groups). 

After the initial round of outreach, the consultant team implemented a follow-up 
engagement strategy to reach additional communities and gather their perspectives. 
Outreach included:

�Q Analyzing gaps in outreach and brainstorming additional stakeholders and 
organizations.

�Q Following up with focus group participants that indicated interest in hosting 
additional focus groups.

�Q Utilizing stakeholder connections and existing networks to convene additional 
focus groups.

�Q Sharing information about the project and purpose through introductory calls 
with stakeholders.

Focus Group Approach
The consultant team worked together to develop a focus group plan and questions for 
participants. All focus groups began with an overview of the project purpose as well 
as necessary background information. The third party facilitator led the discussions 
by asking participants to share barriers to growth, community goals, potential state 
investments, and de!nition of quality jobs. Focus groups were conducted online using 
a virtual whiteboard as a visual aid to document participant feedback in real time. Focus 
groups included: 

�Q Washington State Commission of Asian Paci!c American A"airs

�Q Washington State Women’s Commission (WSWC)

�Q WSWC Stakeholders

�Q Quinault Prosperity, Health, and Human Services Subcommittee

�Q Latino Education and Training Institute (LETI) 

�Q Washington State Labor Council (WSLC)

�Q Seattle Metropolitan Chamber of Commerce REACH

OUTREACH 18

§ Contacted 16 organizations
§ Conducted 25 stakeholder interviews
§ Held 10 focus groups



Outreach summary findings
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Engagement and Outreach
Workforce development, cost of living, connectivity are large concerns.

19

Key Themes & Feedback
The following is a short list of key themes and systemic barriers that consistently 
surfaced in focus group conversations; however, individual circumstances and speci!c 
barriers varied among participants. 

Infrastructure gaps create barriers to participate in the economy for 
employees and employers. 

Employers and employees face a variety of barriers that make it di!cult 
to access funding, assistance, and business support. This includes 
administrative requirements for small businesses related to paperwork, 
licensing, and employment as well as access to health care, childcare, 
quality jobs de"ned by #exible working hours to care for children or elders, 
mental health support and cultural and linguistically speci"c support  
and resources.

Business-speci"c support and investments included improved  
access to information and resources, access to capital and loans, 
support for community-based organizations that provide resources  
for small businesses, incentives to contract with small or  
minority-owned businesses, and streamlined and consistent labor and 
contracting requirements.

Lack of a!ordable housing impacts recruitment and retention.

Many participants indicated that the rising cost of housing is a signi"cant 
barrier for both employees and employers. This impacts communities’ 
ability to build generational wealth which has broad-reaching cultural 
and social impacts. Rising housing costs can lead to workforce migration. 
Employees  can’t a$ord to live near their jobs or must work more than one 
job to a$ord housing. Employers indicated that  commercial a$ordability 
was also an issue.

The shift to digital work highlighted a need for reliable broadband 
and technological literacy.

Focus group participants noted that small businesses, especially non-
English speaking, immigrant, or BIPOC-owned businesses, need resources 
and support to navigate digital paperwork to actively participate in the 
growing economy. Limited access to broadband also impacts education 
and learning opportunities. 

High-quality education opens the door to high-quality jobs. 

Limited access to a$ordable and high-quality education prevents 
employees from accepting positions in areas with limited public schooling 
options. Many employees cannot attend classes during weekdays or 
working hours. Participants suggested providing more virtual classes and 
classes on the weekends as well as courses in the primary languages of 
perspective students. 

Promote and provide vocational training opportunities early on.

Vocational training tracks beginning in high school are needed to increase 
skilled workers particularly in the trades, nursing, and physician assistants 
professions, among other specialized professionals. Focus group 
participants suggested increasing both in-person and online vocational 
training opportunities, increasing resources for this type of training, and 
investing in local community colleges. 

Shifting economic priorities are causing workforce transitions. 

Employees need support to make career changes to respond to the 
changing economy (i.e., climate change focused jobs, remote working, 
etc.). Additional resources could include supporting the transfer 
of titles or accreditations from di$erent countries, supporting the 
growth of transferable skills and transition between sectors, increasing 
entrepreneurship and artistry programs, and clarifying pathways to 
unemployment support. 

For a list of focus group participants and notes, see Appendix.

OUTREACH
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OUTREACH

Infrastructure gaps create barriers 
to participate in the economy for 
employees and employers

Lack of affordable housing impacts 
recruitment and retention
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Survey & Themes    
Themes: Cost of Living, Education, and Regulation

 Housing
Washington State has the fewest housing units per household of any state and the 
housing crisis is getting worse.1 The underproduction of housing is limiting economic 
productivity and growth, the creation of jobs, and perpetuating disparate outcomes of 
wealth inequity for the next generation of Washingtonians. 

    Workforce Replacement
Businesses of all sizes are struggling to !nd workers to !ll vacancies. While this is partially 
due to the pandemic, worker replacement will be a continuing problem as a large share 
of the workforce reaches retirement. Continued business growth, especially in STEM 
and other high demand !elds will further fuel the need for workers. Current workforce 
development programs and initiatives are not enough to meet the growing need, 
projected to be 20,000 annually over the coming years, a 30% increase over current rates. 

Combined and replaced workforce retention / recruitment and workforce training, recognizing that 
replacement is the challenge and training is the answer.  

                   Childcare
Washington has the 9th most expensive infant care of any state,2 and only 35 childcare 
slots for infants, toddlers, or preschoolers for every 100 children whose parents work.3 
Limited and una"ordable childcare prevents many parents from fully engaging in the 
workforce, restricting family economic advancement and employers’ ability to !ll jobs.

 

                    Broadband
Over 338,000 Washingtonians lack access to a basic broadband connection, and many 
more lack access to the speeds necessary to fully engage in an increasingly digital 
world. Limited access to reliable, a"ordable, and fast internet prevents workers from 
taking advantage of work from home opportunities or other training opportunities 
that enhance economic mobility. Businesses that do not have adequate broadband 
access cannot maintain a web presence or access certain services, which can impact  
their viability. 

               High-growth / Innovative Firms
Entrepreneurship has been on the decline nationally and in Washington over the past 40 
years. Of particular concern, Washington’s high-propensity business formation—those 
most likely to turn into a business with a payroll and living wage jobs—have declined 
30% from the early 2000s (per capita), and now rank 4th lowest among peer states.4  
Washington remains competitive on most traditional economic development measures, 
but low growth in high-propensity !rms could indicate limited potential for future 
economic expansion and shared prosperity.  

Added due to stakeholder feedback and additional research acknowledging that certain businesses 
drive economic growth.
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1 U.S. Census, Washington Office of Financial Management 
2 Economic Policy Center Institute https://www.epi.org/child-care-costs-in-the-united-states/#/WA 
3 Child Care Aware Data. (2019). https://www.childcareaware.org/our-issues/research/ccdc/state/wa/ 
4 Business Formation Statistics, U.S. Census

“The supply [of housing] is currently dangerously low and not 
addressing this problem immediately via all mechanisms possible 
will bring disaster.”
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Equitable Outcomes Accelerate Economic Growth:  
Reframing Business Competitiveness Centered on Outcomes

Focus on creating quality jobs and shared prosperity

In order to track success, Washington needs to prioritize desired outcomes and develop 
indicators that re!ect a strong, balanced economy.  After taking a hard look at traditional 
approaches to evaluating business competitiveness, this report suggests a revision that 
incorporates updated values and tracks performance compared to peer regions.

As Washington looks towards the future and sets a course for continued economic 
growth, resiliency and inclusion need to be top state priorities. By dismantling barriers 
and expanding opportunities for low-income earners and communities of color, more 
people can fully engage in the economy both as producers and consumers. This can 
translate into greater rates of entrepreneurship and economic growth, less reliance 
on social supports, a greater tax base, and decreasing income and wealth disparities. 

Washington Long-term Economic Trends: Highlights
�Q Successfully transitioned the economy into a knowledge and tech leader.

�Q Strong growth in the economy is limited by an aging workforce and a skills 
gap, decades in the making.

�Q Household incomes have gained compared to the U.S. average at all points of 
the income distribution — but inequality has widened.

�Q Job opportunities and natural amenities are attracting households and talent 
to all regions of the state.

�Q Housing production hasn’t kept pace with population or job growth, triggering 
persistent a!ordability and homelessness crises.

�Q Small businesses are struggling to compete for labor and access to resources 
in a changed economy.

Assessing Washington’s strengths, challenges, and opportunities lays the 
groundwork for future economic development strategies.

Strengths that have made WA a leader in business growth for decades
�Q Talent attraction with consistent in-migration.
�Q Strong Information and Communication Technology (ICT) presence and skilled tech labor.
�Q Established, high performing network of public, private and training institutions.
�Q Robust infrastructure and transportation system (including ports).
�Q Low energy costs, clean energy, natural assets, and amenities.

Challenges that threaten WA’s position as an economic leader
�Q Skilled labor shortages.

�Q Access to housing that is a!ordable to all workers.

�Q Childcare a!ordability and supply limitations.

�Q The impacts of climate change.

�Q Stable funding sources to support future infrastructure projects, including maintaining and 
preserving current assets.

�Q Access to capital for high-growth potential business.

�Q Complex and costly business and development regulatory frameworks.

Executive Summary  |  Project Overview
Prior to this report, Washington had not completed a comprehensive study measuring the competitiveness of the state economy in nearly a decade. This study takes a hard 
look at the Washington economy, scrutinizes traditional indicators of success, and evaluates some common barriers to growth. The process was iterative, gathering insight 
from diverse groups including small and minority business owners, industry economists, and Labor representatives, among others. Using data analysis, an in-depth industry 
review, and application of an equity lens, this outreach shed light on the key barriers the state faces to enhancing business competitiveness today. This report moves the 
conversation forward towards solutions.

Washington must focus on addressing three key areas, identi"ed next, that 
are currently the biggest barriers to Washington’s ability to achieve more 
quality jobs, economic growth, and shared prosperity. 

SWOT Results -- Laying the groundwork for future economic development strategies
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SWOT Summary   
Washington has excelled at attracting talent.

Industries throughout Washington bene!t from the state’s many assets and  
unique resources. 

A key strength of the state has been the ability to attract a talented labor pool, 
and garner consistent in-migration. The interconnected nature of Washington’s 
top industries has allowed the bene!ts of a large skilled labor force to be felt widely. 
Attracted through strong education and public institutions, in addition to global private 
enterprises, the talented labor "owing into the state have especially bene!ted industries 
requiring a highly skilled and tech-minded labor force.

Another cross-industry strength belonging to Washington is the strong ICT presence 
and skilled tech labor force accompanying the ICT industry. Technology and innovation 
have increasingly found a presence in industries throughout the state. Washington’s life 
sciences industry has especially bene!ted, as arti!cial intelligence, cloud computing, 
machine learning, and other technologies have gained footing within the industry.

An established, high-performing network of public, private, and joint educational 
and training institutions support nearly every major Washington sector. Washington’s 
two largest universities, University of Washington and Washington State University, 
support a large number of industries through their research initiatives, including 
aerospace, agriculture, climate and energy, forest products, and life sciences.

Washington’s robust infrastructure and transportation system is another key strength 
the state possesses. Led by Washington’s robust system of ports and the maritime industry, 
the state has become well established as a trade hub. The "uid transportation of imports 
and exports via water, road, and rail supports several Washington industries, including 
the manufacturing, agriculture and agribusiness, and aerospace industries.

Energy costs in Washington state are among the lowest per kilowatt-hour of any U.S. 
state. Low energy costs are obtained through a range of renewable energy o#erings and 
competitively priced natural gas. Clean energy is a staple of Washington’s power grid, 
which boasts the largest coordinated hydroelectric system in the world and continues 
to see investment and research to advance current technologies. Industries leading 
research in clean energy include forest products and agriculture (biomass and biochar), 
maritime and aerospace (sustainable and alternative fuels), and ICT (technological 
innovations in clean energy).

Washington’s natural assets include rich soils, diverse climates, a healthy supply of 
water, robust forestland, extensive coast lines and river mileage, and natural deep-
water ports. Washington’s proximity to western trade partners is another strength 
leveraged by many of Washington’s industries, including agriculture and agribusiness, 
maritime, and trade and logistics. Washington’s robust forestland, which includes many 
national and state parks alongside extensive privately owned land, support several of 
Washington’s key industries. These industries include hospitality and tourism, forest 
products, and construction.
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SWOT Summary   
Foundational challenges run across many industries.

Several foundational challenges were impacting Washington’s industries even 
prior to the pandemic. 

Skilled labor shortages are a challenge faced by many industries in Washington 
state. Some industries like construction were su!ering from a lack of quali"ed workers 
even prior to the pandemic, due to factors such as aging workforce, decline in skilled 
immigrants, lack of interest in blue-collar jobs among young people, or competition with 
other skilled industries. As Washington is recovering from the COVID-19 recession, labor 
shortages are showing up in more industries ranging from food service and warehouses 
to accounting and "nance.

Childcare supply limitations have emerged as one of the drivers for the labor shortage 
impacting many industries statewide. Before the pandemic, over half a million children 
ages 0-12 did not have access to licensed childcare in Washington state, according to an 
industry assessment report from the state Department of Commerce. The pandemic has 
made clear that the absence of reliable and a!ordable childcare limits which jobs people 
can accept, makes it harder to advance and restricts the ability of the state’s economy  
to grow.

The impacts of climate change present challenges for most industries in Washington 
state. Extreme climate events can be costly to individuals and governments, as they 
can disrupt factories, supply chain operations, and other infrastructure and also disrupt 
transport. Climate volatility may force companies to deal with uncertainty in the price of 
resources for production, energy transport and insurance. Climate change, wild"res, and 
rising sea levels will reshape where and when tourists travel. 

New challenges for most industries throughout Washington state have emerged since 
the start of the COVID-19 pandemic. 

Pandemic impacts on the travel industry, including a lack of international coordination, 
severe travel restrictions and slower vaccination rates in some parts of the world continue 
to hamper the recovery of several industries in Washington, such as aerospace and 
hospitality and tourism. 

Pandemic impacts to the global supply chains have shown that supply chains remain 
vulnerable to shocks and disruptions, with many industries currently wrestling to 
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chain is likely to continue to undergo major changes, for example relocating activities 
outside of China. This may change the pattern of where entrepreneurs locate their 
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The impacts of climate change

Pandemic impacts on the travel industry

Pandemic impacts to global supply chains

The rise in remote work during the COVID-19 pandemic
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Equitable Outcomes Accelerate Economic Growth:  
Reframing Business Competitiveness Centered on Outcomes

Focus on creating quality jobs and shared prosperity

In order to track success, Washington needs to prioritize desired outcomes and develop 
indicators that re!ect a strong, balanced economy.  After taking a hard look at traditional 
approaches to evaluating business competitiveness, this report suggests a revision that 
incorporates updated values and tracks performance compared to peer regions.

As Washington looks towards the future and sets a course for continued economic 
growth, resiliency and inclusion need to be top state priorities. By dismantling barriers 
and expanding opportunities for low-income earners and communities of color, more 
people can fully engage in the economy both as producers and consumers. This can 
translate into greater rates of entrepreneurship and economic growth, less reliance 
on social supports, a greater tax base, and decreasing income and wealth disparities. 

Washington Long-term Economic Trends: Highlights
�Q Successfully transitioned the economy into a knowledge and tech leader.

�Q Strong growth in the economy is limited by an aging workforce and a skills 
gap, decades in the making.

�Q Household incomes have gained compared to the U.S. average at all points of 
the income distribution — but inequality has widened.

�Q Job opportunities and natural amenities are attracting households and talent 
to all regions of the state.

�Q Housing production hasn’t kept pace with population or job growth, triggering 
persistent a!ordability and homelessness crises.

�Q Small businesses are struggling to compete for labor and access to resources 
in a changed economy.

Assessing Washington’s strengths, challenges, and opportunities lays the 
groundwork for future economic development strategies.

Strengths that have made WA a leader in business growth for decades
�Q Talent attraction with consistent in-migration.
�Q Strong Information and Communication Technology (ICT) presence and skilled tech labor.
�Q Established, high performing network of public, private and training institutions.
�Q Robust infrastructure and transportation system (including ports).
�Q Low energy costs, clean energy, natural assets, and amenities.

Challenges that threaten WA’s position as an economic leader
�Q Skilled labor shortages.

�Q Access to housing that is a!ordable to all workers.

�Q Childcare a!ordability and supply limitations.

�Q The impacts of climate change.

�Q Stable funding sources to support future infrastructure projects, including maintaining and 
preserving current assets.

�Q Access to capital for high-growth potential business.

�Q Complex and costly business and development regulatory frameworks.

Executive Summary  |  Project Overview
Prior to this report, Washington had not completed a comprehensive study measuring the competitiveness of the state economy in nearly a decade. This study takes a hard 
look at the Washington economy, scrutinizes traditional indicators of success, and evaluates some common barriers to growth. The process was iterative, gathering insight 
from diverse groups including small and minority business owners, industry economists, and Labor representatives, among others. Using data analysis, an in-depth industry 
review, and application of an equity lens, this outreach shed light on the key barriers the state faces to enhancing business competitiveness today. This report moves the 
conversation forward towards solutions.

Washington must focus on addressing three key areas, identi"ed next, that 
are currently the biggest barriers to Washington’s ability to achieve more 
quality jobs, economic growth, and shared prosperity. 



Reframing business competitiveness centered on outcomes

§ Equitable outcomes accelerate economic growth

§ Prioritize desired outcomes 
§ Creating quality jobs
§ Shared opportunities to build wealth



Quality economic growth --translating capacity building into realized outcomes
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A competitive economy produces abundant 
quality jobs and equitable opportunities to  
build wealth.

In a positive feedback loop, equitable access to quality jobs 
and wealth-creation opportunities make the economy 
more competitive through increased talent, innovation, 
productivity, and more high-impact entrepreneurship.

Key 
Realized Outcomes
Policies and investments 
should be evaluated for 
whether they are likely to 
achieve these outcomes.

Key 
Capacity Builders
Necessary but insu!cient 
inputs to a competitive 
economy. Investments 
in talent and innovation 
should be targeted at 
industries and businesses 
that are most likely to create 
quality jobs and close 
wealth disparities.

A competitive economy is fueled by equitable 
talent development.

Human capital — the nation’s collective knowledge — is 
worth 10 times as much as all urban land in the country. 
Education attainment is one of two factors (along with 
patent rates) that explains most of the growing gap in 
incomes across states.

A competitive economy continuously 
regenerates through innovation.

A competitive economy needs to be resilient. The "rms 
that create quality jobs and generate wealth must have 
access to know-how and technologies that enable them 
to create new products and services and continue to 
provide economic opportunity.
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Survey & Themes 
Barriers to Business Growth – Emerging Themes 

Firms struggle to !nd labor,  
labor struggles to !nd housing
Data analysis e!orts highlighted trends within Washington’s economy, such as the 
growth of eds and meds as well as the signi"cance of the aging workforce. To gain a 
balanced understanding of the local economy, hearing directly from business owners, 
economic development professionals, elected representatives, economists and 
other local actors was needed. Nine themes emerged from stakeholder outreach, 
research, and data analysis as potential barriers to business growth in Washington.  
These themes included:

�Q Workforce Retention / Recruitment 

�Q Child Care

�Q Housing

�Q Broadband

�Q Shipping Infrastructure 

�Q Transportation

�Q Transition to Automation

�Q Workforce Training

�Q Small Business Regulation

To vet these themes and ensure that they captured what businesses were experiencing 
on the ground, the consultant team developed a survey asking respondents to rank 
key barriers to economic growth in Washington (see chart). The survey was distributed 
through Washington Economic Development Association (WEDA) to economic 
development professionals "rst and then more broadly and received 115 responses. 

Housing and Workforce Retention / Recruitment rose to the top of the list as key barriers 
to business growth in Washington followed by childcare, small business regulation, and 
broadband. Respondents also wrote in other barriers, the most prominent of which were:  

Government regulation  —Respondents consistently described unclear or unnecessary 
environmental mandates, burdensome COVID restrictions, and overreaching L&I 
regulation enforcement. Other respondents described frustration with frequently 
changing and one-size-"ts all regulations which do not account for business size  
or location. 

Lack of business !nancial and technical assistance—respondents indicated need 
for access to capital especially when starting a business. Some noted a general need for 
funding assistance. Respondents also noted that there was a lack of technical resources to 
help small business owners and that many business owners would bene"t from training 
on "nancial literacy. In some cases, the assistance is available, but business owners do 
not know how to access it. 

The "nal themes emerging from the analysis show that the state is facing a handful of 
structural issues that it cannot avoid any longer if it wants to remain a dynamic economy.
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Survey participants consistently identified top priorities
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3 big Ideas - BEaR

Build

Equip

Revitalize

and

more housing of all types that is affordable to all residents

the workforce for success, and close the skills gap

entrepreneurship and make it easier to do business



Big Idea # 1 : Build more housing

Washington State has the 
fewest number of housing 
units per household of any 
state in the country

140K units underproduced through 2019



Big Idea # 1 : Build more housing 

§ The housing crises is getting worse, over the last decade the number 
of units built has not kept pace with household formation

§ 44% of Washington renter households are cost burdened 
(spend more than 30% of their gross income on housing)

§ Chronically undersupplied housing is a principal driver of the state’s 
homelessness crises, which is nearly double the national average

(30 per 10,000 residents in WA compared to 18 per 10,000 nationally)

§ Homeownership is becoming more unattainable
§ The Black homeownership rate is 11.5% lower in WA than the 

national average, ranking last among peer states, and the 7th

lowest state nationally



Big Idea # 2: Equip the workforce for success

Washington State needs to train 
200,000 more skilled workers 
over the next 10 years to keep 
pace with job openings 

A 30% increase over current rates



Big Idea # 2: Equip the workforce for success

§ Businesses across the state are experiencing persistent and 
worsening labor shortages

§ Job openings and the share of the workforce aged 55 and 
older at at record highs

§ There is a chronic gap in the training and skillset 
development of the workforce across the state relative to 
labor needs

§ In-migration of skilled workers helps offset about half of the 
annual shortage, but 85% of those have a bachelor’s or 
graduate degrees, leaving the largest training gap for those 
with associates degrees, certificates, and apprenticeships



Big Idea # 3: Revitalize entrepreneurship

Washington State is forming 
30% fewer high growth 
potential businesses than a 
decade ago

Ranking 4th lowest among peer states



Big Idea # 3: Revitalize entrepreneurship

Focus on high growth businesses with quality jobs
• Only 1/3 of jobs in Washington State pay enough to support a 

family and their living expenses absent social programs

Limited access to capital (for small and emerging businesses)
• BIPOC owned firms owned by were half as likely as White-

owned firms to use a financial services provider

Burdensome regulatory environment
• Limited sites available for business expansion, Puget Sound 

is the 4th most regulated region in the country for permitting 
and land use



Where to go next: Measuring success

§ The status quo is not producing desired outcomes

§ Identifying and prioritizing desired outcomes is foundational step

§ Important to measure progress on capacity builders and outcomes



20 Peer states selected for business competitiveness metrics
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Peer State Selection

As part of this study, Washington was compared against a set of 16 other states that meet 
the following criteria:

Size: between half the size of Washington and twice the size of Washington 
(3.5 million to 14 million).

Innovation: rank in top 30 of ITIF’s State New Economy Ranking, which 
combines data on knowledge jobs, globalization, economic dynamism, 
digital infrastructure, and innovation.

Economic Geography: the second largest metro area in the state has a 
population of at least 400,000, in order to capture states that have to balance 
the needs of multiple metro areas in addition to rural areas.

In addition to these 16 states, Washington is also compared to California, Idaho, Texas, 
and South Carolina, because they are of particular interest to leaders in Washington, 
despite not meeting the above criteria. The group of 21 states, including Washington, is 
as follows.

Addendum
Peer States and Quality Job De!nition

THREE BIG IDEAS 39

Quality Jobs — De!nition and Rationale

There is no simple way to de!ne a quality job. At minimum, however, a quality job should
allow families to cover their basic expenses: food, childcare, health insurance, housing, 
transportation, and other necessities. There are several “living wage” calculators that 
measure, by region and family type, what hourly wage meets this threshold. The living 
wage in a given region can vary substantially based on family type. According to the MIT 
Living Wage calculator, the living wage in the Seattle metro area ranges from about $19 
per hour for a single adult without children to $58 per hour for a single adult with three 
children. For the purposes of economic strategy and policy, however, there needs to be a 
single wage threshold that can be used to measure performance.

In 2021, The Brookings Institution did an analysis of wage levels required to lift half of 
economically struggling families to self-su"ciency in di#erent regions. For example, in 
Seattle, almost 35% of families are economically struggling, and a wage of about $25 
per hour would be enough to lift half of those families to self-su"ciency. For example, 
earning a $25 per hour wage would be enough to move a family with two working adults 
and two children to self-su"ciency, but not enough for a family with one working adult 
and three children. The Brookings Institution called these “family-sustaining” wages. To 
apply this approach to all of Washington, we compared Brookings “family-sustaining” 
wages to data from the MIT Living Wage Calculator, which is available for every county 
in Washington to analyze how they compare. This approach to de!ning a quality job 
represents approximately the wage that would lift half of currently-struggling families 
in each county to self-su"ciency. This approach was then replicated for each of the peer 
states, allowing for the calculation of the number of jobs in each state that pay above 
the threshold of “family-sustaining”, and for the purpose of this report are referred to as 
quality jobs.



Washington is 1st in capacity building, but 15th in realized outcomes

WA Peer State Rank

WA Peer State Rank

Overall Rank
#1

Overall Rank
#15

Bachelor's 
All (2019)

Bachelor's 
Black (2019)

Associate's 
All (2019)

Associate's 
Black (2019)

Adv Industries 
All (2020)

Adv Industries 
Black (2020)

Jobs in Young 
Firms (2020)

Jobs Productivity 
(2020)

9 8 3 4 1 4 5 1

Capacity Builders

Quality Jobs 
All (2019)

Quality Jobs 
Black (2019)

Homeownership 
All (2019)

Homeownership 
Black (2019)

High Growth 
Potential Businesses 

(2020)

High Growth Potential 
Businesses, BIPOC-owned 

(2020)

8 5 17 21 18 8

Realized Outcomes



Realized Outcomes:
Quality Jobs and High Growth Businesses



Income distribution is becoming more unequal in Washington

Palma ratio compares the sum of top 10 percentile of incomes to the sum of the bottom 40 percentile 

The top 10% of 
households 
cumulatively earn 
255% of what the 
bottom 40% earn 

In Norway the ratio is 1



Report outlined hourly living wage by county for quality jobs threshold



Statewide the quality job wage is 91% of the median wage

Quality job wage as a share of county median hourly wage



Share of quality jobs varies by race/ethnicity statewide in WA
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WA share of employment in large companies growing fastest since 1990

22.9%

17.3%

11.9%
10.1%

17.4%

15.1%

6.0% 5.4%

41.9%

52.1%

0.0%

10.0%

20.0%

30.0%

40.0%

50.0%

60.0%

1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

500+ Employees

19 or less employees

250 to 499 employees

50 to 250 employees

20 to 49 employees



How can we identify high growth potential businesses?

•High-Propensity Business Applications (HBA): Business Applications (BA) that have a high propensity 
of turning into businesses with payroll. The identification of high-propensity applications is based on 
the characteristics of applications revealed on the IRS Form SS-4 that are associated with a high rate of 
business formation. High-propensity applications include applications: 

•(a) for a corporate entity, and
•(b) that indicate they are hiring employees, plus

•(c) that provide a first wages-paid date (planned wages);

or 

•(d) that have a NAICS industry code in accommodation and food services (72) or in portions of 
construction (237, 238), manufacturing (312, 321, 322, 332), retail (44, 452), professional, scientific, 
and technical services (5411, 5413), educational services (6111), and health care (621, 623).



Distribution of newly formed high growth potential business by industry

0%

0%

1%

1%

1%

1%

1%

2%

2%

2%

3%

4%

5%

5%

7%

11%

12%

12%

15%

17%

0% 2% 4% 6% 8% 10% 12% 14% 16% 18% 20%

Utilities

Mining

Agriculture

Management of Companies

Educational Services

No NAICS Assigned

Information

Arts and Entertainment

Manufacturing

Wholesale Trade

Real Estate

Finance and Insurance

Administrative and Support

Other Services

Transportation and Warehousing

Professional Services

Health Care and Social Assistance

Retail Trade

Construction

Accommodation and Food Services

U.S. Share of High Propensity Business Applications by Industry 
2021

Source: Business Formation Statistics, U.S. Census



WA high growth potential business formation down 30% from early 2000s
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